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Enclosed are tapes of a District of Columbia Bar brown bag discussion on
“Proposed Changes in Broadcast Ownership Rules and Their Effect on Investors”
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Senior Legal Advisor to Commissioner Barrett, and Stephen Klitzman, Associate
Director, Office of Legislative and Intergovernmental Affairs, were among the
participants. Virginia Marshall, intern in Commissioner Barrett’s office, and Craig
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William F. Caton
June 1, 1995
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Please stamp and return the provided copy to confirm your receipt. Please contact
me should you have any questions or require additional information concerning this
matter.

Sincerely,

Gina Harrison, Co-chair
Television and Motion Pictures Committee

Enclosures - tapes as described
Attachments - 3
cc:  Lisa Smith

Stephen Klitzman

Virginia Marshall
Craig Krueger



Attachment A

ARTS, ENTERTAINMENT AND SPORTS LAW SECTION
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Jodi B. Breaper The District of Columbia Bar . D.C. Bar President Elect
Clayborne E. Chavers Katherine A Mazzaferri
Kenneth M. Kaufman . D.C. Bar Executive Director
Caroline 1. Litde PROPOSED CHANGES IN BROADCAST OWNERSHIP RULES AND THEIR
::t;:i EFFECT ON INVESTORS
Brown Bag Lunch Sponsored by Television and Motion Pictures Committee
Theodore L Garrett Wednesday, May 31, 1995
Chair, Council an Sections
Daniel F. Atridge The panel will discuss agency and legislative proposals affecting diversity in,
Vice Chair, Council on Sections and minority and female ownership of, TV stations, and involving use of additional
De Jesus channels for high definition television (HDTV). Then, the group will hear what this may
Board of Governors Liaison mean to potential investors. »
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JAMES S BLITZ, 1150 CONNECTICUT AVENUE, N.W ., SUTTE 3100
JOY R. BUTLER

PAMELA C. COOPER
LINDA J. ECKARL
KENNETH M. KAUFMAN
MARY L. PIANTAMURA
LAWRENCE ROBERTS
PETLR D. S1NELDS
MARK VAN RERGH®

WANSHINGTON, D.C, 20036

e ‘t.ul NML
Proposed Changcs in Broadcast
w 1 i nv

Television and Motion Pictures Committee
Arts, Entertainment and Sports Law Section
The District of Columbia Bar
May 31, 1995

Lawrence Roberts
Roberts & Eckard, P.C.!

I. Current Television Ownership Limits

A. National Station Limit: 12 Stations
Note: 14 (If Two are Minority-Controlled)

B. National Audience Cap Limit: 25% of TV Households
Notes: Only 50% of UHF Share Counts
30% (if 5% of 30% are Minority-Controlled)

C. Local Station Limit: One TV Station
(Duopoly Rule)
Note: Based on Grade B Signal Overlap

D. Local TV/Radio Limit (One-to-a-Market Rule): No Common
Ownership of TV/Radio

! Roberts & Eckard, P.C., specializes in the fields of

communications, intellectual property, transaction/financing,

007 P.02

TELEPMIONE
(202) 296-0533

TLLEFAN
(202) 2964060

entertainment and computer law, representing clients in broadcast

and cable television, wireless cable, music, radio, cellular

telephone and specialized mobile radio, satellite communications,

computers and new technologies.
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Note: Based on (1) Grade A TV Signal Over Entire Radio
Community or (2) Either 2 mV/m AM Signal or 1/0
mV/m FM Signal Over Entire TV Community

Exceptions: Top 25 Market/30 Independent Voices
Bankrupt or Failed Station
Ad Hoc Waivers/Five-Part Test

E. TV/Daily English Language Newspaper Cross Ownership Limit
Note: Based on Grade A TV Signal Over Entire
Newspaper Community

F. TV/Cable Cross Ownership Limit
Note: Based on Grade B TV Signal Over Any Part of
Cable Service Area

G. No Ownership Limits: LPTV (Low Power Television)
TV Translator Stations
TV Satellite Stations
Noncommercial Stations

H. Foreign Ownership Limit -- Section 310 of the
Communications Act)
Licensee: No Foreign Officers/Directors
20% Cumulative Foreign Ownership
Parent: No Foreign Officers
25% of Directors
25% Cumulative Foreign Ownership
Note: FCC Has Discretion to Permit More Than 25%
Foreign Ownership in Parent Companies

I. Ownership Attribution
Attributable Interests: Officers
Directors
General Partners
Noninsulated Limited Partners
5% or More of Voting Stock
10% for Passive Investors
Investment Companies
Insurance Companies
Bank Trust Departments
Entity With Actual Control
Spousal Attribution
Exceptions: Loans/Debt Instruments
Multiplier Effect
Nonvoting Stock
Insulated Limited Partners
Insulated Trust
Single Majority Stockholder
Warrants/Convertible Debt
Options to Acquire Stock



ROBERTS & ECKARD ID:202-296-0462 JUN 01°95 16:37 No.0O7 P.04

II. Television Ownership Proposals
Under PCC Consideration

Review of Rule Raticnale

1. Safeguard Against Undue Concentration of Economic Power
a. Proliferation of TV Stations
b. Proliferation of Alternative Video Services
c. Cable Reregulation
d. Telephone Competition
c. Relevant Economic Markets
i. Delivered Video Programming (Local)
ii. Advertising (National/Local)
iii. Video Program Production
(National/International)
2. Diversity of Viewpoints
a. Content Regulation
i. Issue Responsive Programming
ii. Political Programming
iii. Children'’'s Programming
b. Structural Regulation
i. Ownership Restrictions
ii. Minority Ownership
iii. Equal Employment Opportunity
c. Relevant Economic Market
i. Broadcast Television/Yes
ii. Cable Television/Yes
iii. Other Non-Broadcast Television/No
iv. VCR/No
v. Radio-Newspapers/Maybe
vi. Computers/??
d. Relevant Geographic Market
i. National
ii. Local
A. National Station Limit: 18-24 Stations or No Limit
B. National Audience Cap Limit: Gradual Rise to 50% of TV
Households

- 3 -
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Notes: Count 100% of UHF Share Counts

C. Local Station Limit: One TV Station
(Duopoly Rule)
Note: Based on Grade A Signal Overlap
Allow UHF/UHF and UHF/VHF Combinations

D. Local TV/Radio Limit (One-to-a-Market Rule): Eliminate or
Permit in Markets With More Than 20 Independent Voices

E. TV/Daily English Language Newspaper Cross Ownershlp Limit
Note: No Change Proposed

F. TV/Cable Cross Ownership Limit
Note: No Change Proposed

G. No Ownership Limits: LPTV (Low Power Television)
TV Translator Stations
TV Satellite Stations (Being
Reconsidered)
Nornicommercial Stations

H. Foreign Ownership Limit =-- No Change
I. Local Marketing Agreements/LMAs
J. Ownership Attribution
For Comment: Increase 5% Threshold to 10%

Increase Passive 10% Threshold to 20%
Nonvoting Stock Attributable
Substantial Equity
Some Voting Rights
Contractual Relationships
Limit Single Majority Stockholder
Exception
Relax Insulation Requirements for
Certain Limited Partnerships
Limited Liability Companies
Treated Similar to LPs8 --
Attributable Unless Insulated)
Cross-Interest Policy
Key Employees
Nonattributable Equity Interests
Joint Venture Agreements
Significant/Multiple Business
Relationships
Time Brokerage Agreements/LMAs
Joint Sales Agreements
Debt Relationships
Nonattributable Equity + Debt
Family Relationships
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K. Minority/Female Ownership Proposals

For Comment: Economic Disadvantage Rationale
Incubator Program
Substantial Financial Assistance
Operational Assistance
Training Programs
Permits Acquisition of Additional
Comparable Facilities
Unlimited Noncontrolling Investments
Tax Certificates
Minority Sellers Seeking Beilter
Facilities
Investment Tax Credits
3AM/3FMs for Minority Owners
(30% Audience Cap)

III. Legislative Developments

House of Repregentatijves

HR-1555 Passed House Telecommunications Subcommittee
Passed House Commerce Committee

HR-16528 House Judiciary Committee
Rules Review of Bills/Decision Which to Report to House
Committee Floor
House Vote Expected in July
Senate
S-652 Passed Senate Communications Subcommittee

Passed Senate Commerce Committee

Senate Debate and Vote Scheduled for June
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IV. Possible Effects on Investors

Increase Station Prices

Increase Horizontal/Vertical Integration
Reduce Minority/Female Ownership Opportunities
Reduce ‘I'ransaction Costs

Reduce FCC Processing Time

Promote Consolidation of Ownership

Reduce Ability of Small Players to Own Stations

® 1995 Lawrence Roberts
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Media bill

would ease
utlet limi

House panel review

regulations update

By Tim jones
TRIBUNE MEDIA WRITER

QOwmers of television and radio
stations would be clear to buy
many more media outlets—in-
cluding newspapers—under a
bill expected to be approved by
a US. House committee Thurs-
day.

In a2 move that could signal a
radical restructuring of the na-
tion’s communications laws, the
House Commerce Committee is
removing many of the strictures
on media ownership that were-
originally designed to prevent.
monopolistic control of the
media. ."_

Although this version of the.
proposed remake of the 61-year-|

newspaper in the same market.

Limits on the number of tele-
vision stations a single owner
can hold, currently 12, would be
lifted entirely, while the al-
lowable nationwide audience
reach of those stations would be
doubled to 50 percent from 25
' percent. ’
A single owner also could own
" two television stations in a
* single market. Numerical re-
. strictions on radio station
"ownership would be lifted.
Broadcast station owners
would be allowed to own a

ommendation, the commiftee
proposal says, is that there must
be .at_least two_independenily
0
fo j d
be -allowed. The Federal Com-
munications Commission wom_llgi
have the power to deny acquisi-
tions if it decided the media
concentration in one owner

would be too great.

Also, price regulations on cable television ser-
vice would be removed, except for so-called basic
service.

The recommendations of the committee do not
necessarily mean Congress will approve or Presi-
dent Clinton will sign into law these sweeping
changes.

There is ample evidence to suggest that recom-
mended bold changes have a short shelf life. The

old Communications Act might-
not survive congressional or
presidential scrutiny, it is be-
coming clear that significant

to are comj
The fragmentation of the]
media marketplace, brought
about by the proliferation of
cable television, as well as the
declining influence of news-
papers has rendered obsolete
many of the old concerns about
the concentration of media

first 100 days of the new Republican House pro-
duced passage of some dramatic legislation that
may never survive the Senate, let alone make it
past Clinton’s desk.

But the recommendations do reflect a signifi-
cant changing mindset in Washington regarding
communications regulation.

In addition to this House activity, the Senate is
poised to vote June 5 on major revisions in the
nation’s telecommunications laws.

Meanwhile, prospects for the House measure
appear promising, but that represents only one
house of -Congress. The final elements of this

ownership.
That, coupled with the com-
munications industry’s buming,
desire to increase profits, is
driving the congressional effort.

The recommended changes in financial stakes for telephone and cable compa-

mmﬁp
o-bottom overhaul of the laws

governing cable, telephone and
other forms of communication—
are among the most sweeping in

package are scheduled to be worked out Thurs-
day before the House Commerce Committee vote.
The committee’s chairman, Rep. Thomas Bliley
(R-Va)), said the House is expected to consider
the measure in July.

The obstacles to final congressional passage of

nies either measure should not be taken lightly.

Attachment C
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House Committee

In a 38-to-5 vote approving an overhaul of
communications regulation, the House
Commerce Committee voted to kill most
cable-TV price limits and to lift scores of
restrictions on how many television, radio and
other media properties a company can own.

The biil would also let local Bell telephone
compgnies enter the long-distance and cable
indussries while forcing them to open up their
own markets. [Page Al.]

tion, which is looking for new media
properties, was one of many compa-
nies that lobbied hard for the ability
to own television stations and news-
papers in the same market. Mr.
Murdoch, who already owns televi-
sion properties and newspapers, in-
cluding The New York Post, has
been rumored to be interested in’
starting a newspaper here, where his
company already owns a television
station.

ABC, NBC and CBS and other |
large broadcasters like the Westing-
house Electric Gompany, the Trib-
une Company and Ronald O. Perel-
man’s New World Communications
Group, all lobbied for sharply in-
creasing the number of television
and radio stations a company could
own nationwide.

But medium-sized and smaller
broadcasters were opposed 14 Itng
t icti ring competition
{rom powerful new rivals. The Wash-
ington Post Company, Which owns

cable an 3

staunchly apposed the measure, The_
National Assocjation of Broadcast-
ers. the industry trade group, was
split over the issue and remained
neutral.

"But industry lobbyists have sel-
dom met more receptive lawmak-
ers. Committee Republicans have
held numerous meetings with indus-
try executives since January, some
behind closed doors, at which they
implored companies to offer as
many suggestions as possible about
the ways that Congress could help
them.

The Clinton Administration op-
poses several features of the bill,
especially the repeal of most cable
television price regulation. But
House Democrats were notably tim-
id today, offering several rather
tame amendments that were round-
ly defeated by the Republicans.

The Republican swagger was best
captured by Representative Jack
Fields of Texas, chairman of the
House Commerce subcommittee on
telecommunications, who calmly’
predicted in a recent interview that
the White House would not dare to
veto the bill,

“They're bluffing,” Mr. Fields
sazid. ‘““Back where | come from, you
l2arn that before you get into a fist-
fight you always look into a person’s
€yes to see if they’ve really got the
adrenaline. But 've met with the
V/hite House people and I don't see it
in their eyes.”

The bill passed today would imme-
diately eliminate all price regulation
for cable television companies with
fower than 600,000 subscribers na-
tionwide. Representative Edward J.
Markey, a Democrat of Massachu-
setts and an architect of legislation
in 1992 that regulated cable prices,,
said that 59 percent of all cable sys-'
tems, serving 8.5 percent of all sub-,
scribers, would
freed from regulation. .

The rest of the industry would be
freed from most price regulation
after about 15 months. The larger
companies would still be regulated
for their most basic packages of
service, which essentially consist of
re-transmitting local broadcast sta-
tions. But all expanded tiers of serv-
ice would be freed.

The bill would also let telephone
companies buy the local cable fran-
chise in any area serving fewer than
50,000 homes. That pravision
sparked angry opposition from Dem-
ocrats and consumer groups, who
said it would merely allow a phone
company with a local monopoly to
acquire its most likely rival — the
monopoly cable company.

Decker Anstrom, president of the
National Cable Television Associa-
tion, said the provision would cover
more than half the nation’s munici-
palities. But, he added, many medi-
um-sized and small cities would hat-
urally attract competing cable and
telephone carriers.

The bill would largely reverse a
law passed in 1992, over the veto of
President George Bush, when Con-
gress was controlled by Democrats.
Since its adoption, the Federal Com-
munications Commission has or-
dered cable companies to cut their
prices by about $3 billion, though the
rules are complex and the actual
impact on many customers has been
modest.

Many Republicans have been in-
tent on reversing the law, even
though many of them voted for the
original bill. Today they argued that
the rules shackled a vibrant industry
as new competitors like telephone
companies began to attack tradition-,
al cable monopolies.

The biggest fights today con-
cerned proposals to eliminate manv

immediately be

restrictions on owning television and
radio properties. The committee vot--
ed 34 to 13 for an amendment by
Repr ive Cliff Stearns_a Re-
publican of Florida, which would

drastically raise both nationwide:
T Tocal Timils_on_the number o,

: on_the number of,
sta S
The provision would eliminate thel
current nationwide limit of 12 televi-
sion stations and 40 radio stations,
a}lowing a company to acquire sta-
tions that reach 50 percent of the'
population by 1997. The bill would!
a]so let a company own two televi-
sion stations in a single market and

as many radio stations as it wanted,

unless the Federal Communications

Commission decided that the compa-.
ny would have too much power.

The bill also strikes down a re-
striction, adopted during the 1970's,
;hat prohibits a company from own-
ing both a newspaper and a televi-
sion station in the same city.

Republicans said the old limits
were archaic, given that television
stations miust now compete with doz-
ens of cable channels, new satellite-
dglivered television services and in
time programming from telephone
companies.

*“This bill is about the future,” said
Mr. Fields of Texas. ‘I hear the
gentleman from Massachusetts talk-
ing about 1930's-vintage statutes.
This is a new age, and we cannot
predict how the economies of scale
will affect this new marketplace.”

DATE g@/g{-

Votes to Ease Cable Laws ~°*—47—
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To provide for a pro-competitive, de-regulatory national policy framework
designed to accelerate rapidly private sector deployment of advanced
telecommunications and information technologies and services to all
Amaricans by opening all telsoommunications markets to competition,
and for other purposes.

IN THE SENAT%OOF THE D STATES

%)
MARCH A} (legislative day ), 1995
Mr. PRESSLER, from the Committee on Commerce, Science, and Technology,
reported the following original bill; which was read twice and placed on
the calendar

A BILL

To provide for a pro-competitive, de-regulatory national pol-
icy framework designed to accelerate rapidly private sec-
tor deployment of advanced telecommunications and in-
formation technologies and services to all Americans by
opening all telecommunications markets to competition,
and for other purposes.

1 Be st enacted by the Senate and House of Representa-
2 tives of the United S of America sn Congress assembled,
g

March 30, 1906 (654 p.m.)
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pendent auditor and bear the costs of having the
audit performed.

(3) AVAILABILITY OF AUDITOR'S REPORT.—The
auditor’s report shall be provided to the State com-
mission within 6 months after the request for the
audit was made by the State commission.

t

(e) DEFINITIONS.—Any term used in this section
that is defined in the Public Utility Holding Company Act
of 1935 (15 U.S.C. 79a et seq.) has the same meaning
as it has in that Act.

(f) EFFECTIVE DATE.—This section takes effect on
the date of enactment of this Act.

SEC. 207. BROADCAST REFORM.
14 (2) SPECTRUM REFORM.—

ATV 15 (1) ADVANCED TELEVISION SPECTRUM SERV-
16 ICES.—I]f the Commission by rule permits licensees
17 to provide advanced television services, then—

O 00 3 O W A~ W N

— b s
N - O

:

18 (A) it shall adopt regulations that allow
19 such licensees to make use of the advanced tele-
20 vigsion spectrum for the transmission of ancil-
21 lary or supplementary services if the licensees
22 provide without charge to the public at least
23 one advanced television program service as pre-
24 saribed by the Commission that is intended for

&

4 T I8
March 30, 1996 (654 p.m.)
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and available to the general public on the ad-
vanced television spectrum; and
(B) it shall apply similar rules to use of
existing television spectrum.
(2) CommussioN TO COLLECT FEES.—To the

extent that a television broadcast licensee provides

ancillary or supplementary services using existing or
advanced television spectrum—

(A) for which payment of a sﬁbscript.ion
fee is required in order to receive such services,
or

(B) for which the licensee directly or indi-
rectly receives compensation from a third party
in return for transmitting material furnished by
such third party, other than payments to broad-
cast stations by third parties for transmission
of program material or commercial advertising,

the Commission may collect from each such licensee

an annual fee to the extent the existing or advanced

television spectrum is used for such ancillary or sup-
plementary services. In determining the amount of

such

fees, the Commission shall take into account

the portion of the licensee’s total existing or ad-
vanced television spectrum which is used for such

servi

arnris

ces and the amount of time such services are

@,
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1 provided. The amount of such fees to be collected for
2 any such service shall not, in any event, exceed an
3 amount equivalent on an annualized basis to the
4 amount paid by providers of a competing service on
5 spectrum subject to auction under section 309(j) of
6 the Communications Act of 1934 (47 U.S.C. 309(j)).
7 (3) PUBLIC INTEREST REQUIREMENT.—Noth-
8 ing in this section shall be construed as relieving a
9 television broadcasting station from its obligation to
10 serve the public interest, convenience, and necessity.
11 In the Commission’s review of any application for
12 renewal of a broadcast license for a television station
13 that provides an@illmy or supplementary services,
14 the television licensee shall establish that its pro-
15 gram service which is intended for and available to
16 the general public on the existing or advanced tele-
17 vision spectrum is in the public interest. Any viola-
18 tion of the Commission rules applicable to ancillary
19 or supplementary services may reflect upon. the li-
20 censee’s qualifications for renewal of its license.
21 (4) DEFINITIONS.—As used in this sub-
22 section—
23 (A) The term ‘“advanced television serv-
24 ices” means television services provided using

()

arrrnis
March 30, 1908 (854 p.m.)
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1 digital or other advanced technology to enhance |
2 audio quality and video resolution.
3 (B) The term ‘‘existing’”’ means spectrum
4 generally in use for television broadcast pur-
5 poses on the date of enactment of this Act.
DMENSHI Y 6 (b) OWNERSHIP REFORM.—
7 (1) IN GENERAL.—The Commission shall mod-
8 ify its rules for multiple ownership set forth in 47
9 CFR 73.3555 by changing the percentage set forth
10 in subdivision (e)(2)(ii) from 25 percent to 35 per-
11 cent.
12 (2) STATUTORY RESTRICTIONS.—Section 613
13 (47 U.S.C. 533) is amended by striking subsection
14 (a) and inserting the following:
15 ‘“(a) The Commission shall review its ownership rules -

16 biennially as part of its regulatory reform review under
17 section 259.”. '

18 (3) CONFORMING CHANGES.—The Commission
19 shall amend its rules to make any changes necessary
20 to reflect the effect of this section on its rules.

21 (4) EFFECTIVE DATE.—The Commission shall
22 make the modification required by paragraph (1) ef-

23 fective on the date Bﬂ&n@t of this Act.
7

ST IS
March 30, 1996 (854 p.m.)
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(¢) TERM OF LICENSES.—Section 307(e) (47 U.S.C

Z 307(c)) is amended by striking the first four sentences and

3

O 00 ~1 O W

10
11
12
13
14
15
16
17
18

=8

S~

inserting the following:

“No license shall be granted for a term longer than
10 years. Upon application, a renewal of such license may
be granted from time to time for a term of not to exceed
10 years, if the Commission finds that the public interest,
convenience, and necessity would be served thereby.”.

(d) BROADCAST LICENSE RENEWAL PROCEDURES.—

(1) Section 309 (47 U.S.C. 309) is amended by
adding at the end thereof the following:

“(k)(1)(A) Notwithstanding subsections (¢) and (d),
if the licensee of a broadcast station submits an applica-
tion to the Commission for renewal of such license, the
Commission shall grant the application if it finds, after
notice and opportunity for comment (and a hearing on the
record if it finds that there are credible allegations of seri-
ous violations by the licensee of this Act or the Commis-
sion’s rules or regulations), with respect to that station
during the preceding term of its license, that—

“(i) the station has served the public interest,
convenience, and necessity;

“(ii) there have been no serious violations by
the licensee of this Act or the rules and regulations

of the Commission: and
Gl

Ssrrrm

March 30, 1908 (654 p.m.)
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1 “(iii) there have been no other violations by the
2 licensee of this Act or the rules and regulations of
3 the Commission which, taken together, would con-
4 stitute a pattern of abuse.
] “(B) If any licensee of a broadcast station fails to
6 meet the requirements of this subsection, the Commission
7 may deny the application for renewal in accordance with
8 paragraph (2), or grant such application on appropriate
9 terms and conditions, including renewal for a term less
10 than the maximum otherwise permitted.
11 “(2) If the Commission determines that a licensee
12 has failed to meet the requirements specified in paragraph
13 (1)(A) and that no mitigating factors justify the imposi-
14 tion of lesser sanctions, the Commission shall—
15 “(A) issue an order denying the renewal appli-
16 cation filed by such licensee under section 308; and
17 “(B) only thereafter accept and consider such
18 applications for a construction permit as may be

19 filed under section 308 specifying the channel or
20 broadcasting facilities of the former licensee.

21 “(3) In making the determinations specified in para-
graphs (1) or (2)(A), the Commission shall not consider
whether the public interest, convenience, and necessity
might be served by the grant of a license to a person other

than the renewal applic@
A
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(2) Section 309(d) (47 US.C. 309(d)) is
amended by inserting ‘‘(or subsection (k) in the case
of renewal of any broadcast station license)” after
‘“with subsection (a)” each place it appears.
Subtitle B—Termination of Modification of Final
Judgment
SEC. 231. REMOVAL OF LONG DISTANCE RESTRICTIONS.
(a) IN GENERAL.—Part II of title IT (47 U.8.C. 251
et seq.), as added by this Act, is amended by inserting
after section 254 the following new section:

“SEC. 285. INTEREXCHANGE TELECOMMUNICATIONS SERV-
ICES.

‘“(a) IN GENERAL.—Notwithstanding any restriction
or obligation imposed before the date of enactment of the
Telecommunications Aet of 1995 under seetion II(D) of
the Modification of Fiinal Judgment, a Bell operating com-
pany, or any subsidiary or affiliate of a Bell operating
company, that meets the requirements of this section may
provide—

“(1) interLATA telecommunications services
originating in any region in which it is the dominant
provider of wireline telephone exchange service or ex-
change access service after the Commission deter-
mines that it has fully implemented the competitive
checklist found i section (b)(2) in the area in

S 7is

March 30, 1086 (834 p.m.)



E944

Turks camed out ther massacre without out-
side attention or interference. The genocide
began on April 24, 1915, with 8 sweep of Ar-
menian leaders. It did not end until 1923 when
the entire Armenian population of 2 million had
been killed or deported.

It is estimated that 1.5 million Armenians
died at the hands of the Ottoman Turks—half
of the world's Armenian population at the time.
By 1923 the Turks had successfully erased
nearly ail remnants of the Armenian culture
which had existed in their homeland for 3,000
years.

As we look back on this tragedy today, we
see the memory of the victims insulted by
those who say the genocide did not happen.
A well-funded propaganda campaign forces
the Armeman community to prove and re-
prove the facts of the genocide. This is itself
a tragedy for a people who would rather de-
vote ther energy to commemorating the past
and building the future.

| stand here today to say the genocide did
happen. Nobody can erase the painful memo-
ries of the Armenian community. Nobody can
deny the photos and historical references. No-
body can deny that few Armenians live where
millions lived over 80 years ago.

ft is our responsibility and our duty to keep.

the memones of the genocide alive. A world
that forgets these tragedies is a workd that will
see them repeated again and again. The story
of this and other genocides must be known by
all.

We must also honor the victims who per-
ished so bDrutally. We cannot right the terribie
injustice inflicted upon the Armenian commu-
nity and we can never heal the wounds. But
by properly commemorating this tragedy, Ar-
menians will at least know the world has not
forgotten the misery of those years. Only then
will Armenians begin to receive the justice
they desefve

DIVIDENDS RECEIVED DEDUCTION
HON. BILL ARCHER

OF TEXAS
HON. SAM GIBBONS

OF FLORIDA
IN THE HOUSE OF REPRESENTATIVES

Wednesdcy. May 3. 1995

Mr. ARCHER. Mr. Speaker, recent news re-
ports suggest that corporate taxpayers may be
attempting to dispose of stock of other cor-
porations through. stock redemption - trans-
achons that are the economc equivalent of
sales. The transactions are structured so that
the redeemed corporate shareholder appar-
enty expects to take the posiion that the
transaction qualifies for the corporate divi-
dends recewved deduchon and therefore sub-
stantially avoids the payment of full tax on the
gain that would apply to a sales transaction.

For example, it has been reported that Sea-
gram Co. intends to take the postion that the
corporate dividends received deduction will
eliminate tax on significant distnbutions re-
cewved from DuPont Co. in a redemption of al-
most all the DuPont stock held by Seagram,
coupled with the issuance of certain nghts to
reacquire DuPont stock.—See, for example
Landro and Shapiro, Hollywood Shuffle, Wall
Street Journal pp. A1 and A11, Aprit 7, 1995;
Sioan, For Seagram and DuPont, a Tax Deal
that No One Wants to Brandy About, Wash-
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ington Post p.D3, April 11, 1995; Sheppard,
Can Seagram Bail Out of DuPont without Cap-
tal Gain Tax, Tax Notes Today, 95 TNT 75—
4, April 10, 1995.—Moreover, it is reported
that investment bankers and other advisors
are actively marketing this potential trans-
action. We would like 10 express our apprecia-
tion to Congressman STEPHEN HORN for his ef-
forts in bringing this issue to our attention.

Today we introduce legislation intended to
curtail the use of such transactions imme-
diately. We believe the approach adopted in
the bill is the correct approach, given the in-
centives under present law for corporations to
structure transactions in an attempt to obtan
the benefits of the dividends received deduc-
tion. We weicome comments on the bill and
recognize that additional or alternative legisia-
tve changes may also be appropriate. How-
ever, it is antcipated that any legisiative
change that is enacted would apply to trans-
actions after May 3, 1995.

No inference is intended that any trans-
action of the type described in the proposed
legisiation would in fact produce the resuits
apparently sought by the taxpayers under
present law. The bill does not address and
does not modify present law regarding wheth-
or a transaction would otherwise be eligible for
the dividends received deduction, nor is it in-
tended to restrict the |IRS or Treasury Depan-
ment from issuing guidance regarding these or
other issues.

The bill is directed at corporate sharehold-
ers because it is believed that the existence of
the dividends received deduction under
present law creates incentives for corporate
taxpayers to report transactions selectively as
dividends or sales. No inference is intended
that any transaction charactenzed as a sale
under the bill necessarily would be $o charac-
tenzed if the sharehoider were an individual.

DESCRIPTION OF THE BiLL

Under the bill, except as provided in reguia-
tions, any non pro rata redemption or partial
liquidation distribution to a corporate share-
holder that is otherwise eligible for the divi-
dends received deduction under section 243,
244, or 245 of the code would be treated as
a sale of the stock redeamed. The bill applies
to dividends to 80-percent sharehoiders that
would qualify for the 100-percent dividends re-
ceived deduction as well as to other trans-
actions qualifying for a lesser dividends re-
ceived deduction. it is not intended to apply to
dividends that are eliminated between mem-
bers of affiliated groups filing consolidated re-
turns. However, it is expected that the Treas-
ury Depantment will consider whether any
changes to the consolidated return reguiations
would be necessary to prevent avowdance of
the purposes of the bill.

The bill wouid repiace the present iaw provi-
sion {sec. 1059(e)(1)) that reguires a cor-
porate sharehoider to reduce basis—but not
recognize immediate gain—in the case of cer-
tain non pro rata redemptions or parhal Q-
wdation distributions.

it is intended that the bill apply to all non
pro rata redemptions except to the extent pro-
vided by reguiations.

The bill retains the existing Treasury Depart-
ment reguiatory authority, contained in section
1058(g) of present law, to issue regulations,
including regulations that provide for the appii-
cation of the provision in the case of stock
dividends, stock splits, reorganizations, and
other similar transactions a case of

/]

May 3, 1995

stock held by pass through entities. Thus. the
Treasury Department can issue regulations to
carry out the purposes or prevent the avoid-
ance of the bil.

It is expected that recapitalizations or other
transactions that couid accomplish resuits
similar to any non pro rata redemption or par-
tial liquidation will also be subject to the provi-
sions of the bill as appropnate.

i is also expected that redemptions of
shares heid by a partnership wili be subject to
the provision to the extent there are corporate
partners.

There are concerns that taxpayers might
seek to structure transactions to take advan-
tage of sale treatment snd inappropnately rec-
ognize losses. It is expected that the Treasury
Department wili by reguiations address these
and other concems, including by denying
losses in appropriate cases or proviCing ruies
for the allocation of basis.

It is anticipated that the pnvate tax bar and
other tax experts will provide input concerning
the proposed legisiation before its enactment.
it is hoped that this process will identify any
problems with the proposed legisiation and po-
tential improvements. Comment is encouraged
in particular with respect to the iloss disallow-
ance provision, including whether the loss dis-
aliowance should be mandatory. Comment 1s
aiso encouraged as to whether additional tran-
sition should be provided for existing rights to
redeem contained in the terms of outstanding
stock or otherwise.

EFFECTIVE DATE

The bil would be effecuve for redemptions
occurnng after May 3, 1995, unless pursuant
to the terms of a written binding contract in ef-
fect on May 3, 1995 or pursuant to the terms
of a tender offer outstanding on May 3, 1995.

No inference is intended regarding the tax
treatment of any transaction within the scope
of the bill. For example, no inference s in-
tended that any transaction within the scope of
the il would otherwise be treated as a saie
or exchange under the provisions of present
law. At the same time, no inference 15 in-
tended that any distnbution to an individual
sharehoider that would be within the scope of

the bill if made to a corporation should be
treated as a sale or exchange to that individ-
ual because of the existence of the bill.
[ BROADCAST OWNERSHIP B’ILL
HON. CLIFF STEARNS
OF FLORIDA
IN THE HOUSE OF REPRESENTATIVES
Wednesday, May 3. 1995
Mr. STEARNS. Mr. Speaker, today, | am
proud to introduce a bipartisan bil to_reduce
the restnctions on gwnership of broagcasun
stationg and other media of Mass communica-
tion—Congressman RALPH HALL from Texas.
along with a2 number of my esteemed Repub-
lican colleagues support this bilt which repeals
antiquated rules and regulatons and bnings
broadcasting up to date with technology. The
bill states that the FCC is not to prescribe Of
enforce any reguiations concerning Cross own-
ersbip. The only rules thai ihe Eé& can Tmaxe
agdress national caps and local ownership
combinations, 1he video marketplace has un-
dergone significant changes. Today, most
Americans have access not only to many
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gver-the-air broagcast Lnannels, but aiso sub-

scribe to cabie, of own a home satelite re- School Bus Adwsory Committee, sponsored

cewer. With telephone company entry into the
sdec marketplace, Amencan consumers wall
nave aadmionai options from wiwch to choose
thew programming. Desprie ak these advances
n technoiogy broadcashng should remain a
«tal component in the informaton age. Broad-
-ast television occLLies a unmique position in
the world of telecommunications. Broadcasting
s nat only the only lechnoiogy avaiabie 10
G0 percent of American housenoiis. the con-
‘ent it proviges 1s free. The only cost is for a
receinver

Tng bl does the follcwing: First, states that
the ECC shall not grescnbe or entorce rules
hmiting crossownerstup-of mediums of mass
communicalions. second, increases the aggre-
Jate_national audience reach from 25 to 35
percent upon epactment. One year gter ak
jow e to 50 m. The

ws-the_cap 10 increase to 50 percent. T
bl _containg_a buiit-in  saf . within_ 2
comaiayon 2 study o ensure competbon n
the marketplace; third, the bill aliows certain
station_ownership_combingtiong 1 _a_market:
UHEAUHF, UHF/VHF and if the
determines that it_will_not harm_competition

and wall not harm the preservation of a diver

sity_gf voces n the local market, VHF/VHF
combmnations, fourth, {

radio Qwnership restricuions.

I might add that this bil will be presented as
an amendment to the communications act of
1995, which has the full support of Chawrman
BULEY and Chawman FIELDS and as previousty
' mentioned, it is bipartisan.

———R——

CONGRATULATING CHERYL
STEVENS. HONOR ROLL TEACHER

HON. KEN BENTSEN

OF TEXAS
IN THE HQUSE OF REPRESENTATIVES

Wednesday. May 3. 1995
Mr. BENTSEN. Mr. Speaker, | rise today to

has been named by the Association of
Science-Technology Centers to its 1995 Honor
Rolt of Teachers.

The Chikdren’s Museum of Houston, which
normnated Ms. Stevens for the honor roll, rec-
ognized her remarkable dedication o the
waorid of science and teathing, Ms. Slevens
axcels n both at Raberts Elamentary, where
she teaches science 10 hinmgarien through
fifth graders. She and her studants are }
pants in Science-by-Mail, 8 pen pal program
designed to match fourth thrgugh ninth grad-
ers with scientists around the county. Over

L
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Ms. Stevens 1s a member of the Magc

0y the National Scence Foundaton and the
Children's Museum of Houston. She aiso
works actively on the Science ana Technology
Committee and the Buikding Biocks for a
Healthy Classroom Conference at the mu-
seum.

Only 43 teachers were named 10 the 10th
annual ASTC's honor roll. Eacn teacher has
gone beyond the normal requirements of their
school curnculum by using the resources of
thew local science center to inspire, educate,
and stimulate students’ interest in science and
technoiogy. | salute Ms. Stevens on ner ac-
compiishments and especially for her commit-
ment to teaching. She is an outstanding roie
model for Houston's teachers ana students.
Her placement on ASTC's Honor Roll of
Teachers 1s well-deserved.

e ————

OPENING OF THE SPECIAL EX-
HIBIT ~DEFENDING RELIGIOUS
LIBERTY"

HON. CHRISTOPHER H. SMITH

OF NEW JERSEY
IN THE HOUSE OF REPRESENTATTVES

Wednesday., May 3, 1995

Mr. SMITH of New Jersey. Mr. Speaker,
thank you for this opportunity to speak out for
rehgious freedom.

The woridwide religion known as the Bahe'i

aith 13 one of the most ¥

abeohste.
seeing all religions as
each with a partisl truth.

These questions are faced, one way or an-
other, by all men and women of conscience.
And 1t is inevitable that many of us will come
ot differendly on these questions. in decent
socisties—in free societies—we respect each

-other's freedom of conscience. If we seek to

persuade

one another, we do it in friendship,
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the noton that they wouild be cestroyers of
anything 1s sumpty absurd.

Yet Baha'is in iran have no legal nghts, de-
Spite bewng the largest religuous minornty m that
country. More than 200 traman Baha'is, inciud-
g women and teenage gils, have been exe-
cuted for thew faith since 1979. Thousancs
have faced torture and impnsonment for refus-
Ing to convert to Isiam. Tens of thousandas
have lost their jobs. and been forced to repay
past saianes or pensions. All Bana) students
wefe expeiled trom lraman universites Dby
1982.

President Chnton has placed iran's treat-
ment of its Baha't minonty an a par wih ethnic
cleansing in the former Yugosiavia. Given the
professed intention of the iraman regime !0
block the progress and development of the
Baha'i Fath. | would have to agree with the
President on this.

! salute my colieagues tfor sponsonng this
exhibsion on the persecution of the Baha)
Fath community. | hope it wiil inspire all who
see H to stand up for rehquous freedom.

Thank you very much.

A SALUTE TO SMALL BUSINESS
WEEK

HON. KWEISI MFUME

OF MARYLAND
v IN THE HOUSE OF REPRESENTATIVES

Wednesday. May 3. 1995

Mr. MFUME. Mr. Speaker, ! nise today to re-
mind my colleagues, as well as the Amencan
public, that the week beginning Aprit 30 15 Na-
tonal Small Business Week, and ) would like
to take this opportunity to discuss smatl and
minonty-owned businesses and the role they
play In our economy.

Not all Amerncans realize how important
small businesses are 10 Qur natonal economy.
Athough the defintion of a small business 1S
sometimes vaned, the fact of the matter s that
firms with less than 100 employees account
for more than 98 percent of the Nahon's enter-
prises. Funthermore, between September 1991
and September 1992, jobs in small business
domingted ndustnes mcreased by 177.700

crease n industnes dormnated by large busk
nesses.

While nonrmenomty men stil own the kon's
share of small businesses and sufl represent
the largest number of sales, mnonty- and
women-owned businesses are increasng n
size and number. Minorty-owned businesses
have increased from approxmatety 380.000 n
1968 0 1.5 miion foday. Despite this n-
crease, however, mmnonties are stil not tarly
represenied N smak DusNess ownershup;
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HEARING ON PROPOSALS TO REFORM
UNITED STATES COMMUNICATIONS LAW

Thursday. 11, 1995

—

House of Representatives
———— .

May

Subcommittee on Telecommunications
and Finance
Conmittee on Commerce

Washington, D.C.

The subcommittee met, pursuant to notice,

in Room 2123, Rayburn House Office Building,

JacKk Fields (Chairman), presiding.

Present: Representatives Fields, Oxley,

Paxon, Gillmor, Cox, Frisa, White, Coburn,

MarKkey, Bryant, Boucher, Manton. Gordon., Rush,

Klink.

Schaefer,

Bliley.,

1

at

10:03 a.m.,

the Honorable

Stearns.
Dingell,

Eshoo and
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with the society that gives them little hope. We give them
hope by putting this in the classroom, and also giving them
accesS at home at reasonable rates.

I thank you for your efforts in that direction.

Mr. OXLEY [PRESIDING]. The gentleman from Florida, Mr.

Stearns.

Mr. STEARNS. ThanK you, Mr. Chairman, and I just want to
welcome my good friend from the FCC, Mr. Hundt. I think
everybody up here feels you're very forthright and able, so
we're glad you took of your time to come here.

We've probably been talking about our telecommunications
bill, but I'd also like to ask for your comments on H.R.-—ﬁhéh‘
1986
iéiﬂt which is dealing with broadcast ownership reform.

Maybe you could specifically give us your opinion in this
area, to repreal or modify the broadcast cable or network
cable ownership restrictions; and then I have another
follow-on question.

Mr. HUNDT. I think that it's certainly high time to layout

——

a blueprint vis-a-vis media ownership that is appropriate
for the digital age. I think that, for example. when we do
roll out the digital spectrum, and if as this bill suggests,
broadcasters have the ability to deliver in Washington, DC
40, 50 or 60 different signals, then it will be very fit,
right and proper to reexamine the ownership restrictions and
make sure that what we applying is a good antitrust
54
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You should be able to buy so many of the signals that you
A

can dominate the market. We should have competitive

markets,

but we don't need to have arbitrary restrictions

such as only one network per city.

I do think,

though, congressman that it's very important

that we all recognize that TV marKets on a local basis are

very different city-to-city. I don't have to tell the

members of this committee. I'm sure that they Know and can

compare notes.

a market.

In some cases, there are 10, 12 stations in

For a city 1like that to have two of those

stations owned by one network doesn't seem to raise any

anticompetitive risks.

Mx.

STEARNS. Specifically, in the bill 1556, do you have

objection wWwith the 35 percent ownership at the date of

enactment of the law,

and then a year later going to 50, and

then the FCC at the end of two years going ahead and--I mean.,

would you endorse that today? Would you say that that is an

acceptable proposal?

Mr.

you Know,

FCC. I can't,

——

HUNDT. Well, the national ownership cap going up, as

———

congressman is something that we suggested at the

as a matter of law, prejudge our ruling

there, but I can tell you what we suggested there, and

what's in this bill are pretty much the same thing.

Mx.

STEARNS. I

ta that as endorsenment. It's close

Mo
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enough.

(Laughter. ]

Mr. STEARNS. What about broadcast newspaper restrictions,
national local TV ownerships? This whole mass
communications is sort of one line in this bill that
everybody just sort of glosses over, but it means of course,
deregulation of ownership for publications, neuwspaper
Publications, radio and everything.

Do you agree? Could you give that same Kind of indirect
answer that you just gave on the other one?

Mr. HUNDT. I think the lines between these different
industries definitely are blurring. VYour bill foresees that
those blurrings will become inevitable and that we won't be
able to perceive lines.

I don't disagree with that, but I do very much think that

it is important to have government continue to have the

power to watch out for and protect against many mongopoliaes

on a city-by-city, marKet-by-market basis.

If you're in a town where there's only one newspaper and
one cable company and four TV stations, I don't think we
should have just one or two firms own all of those outlets.

I think that would be anticompetitive. But, if you're in a
town with two newspapers., a cable company and 14, 15 TV

stations, the competitive circumstances would be different

there.
\—_)




